





Industry Paralyzed by War. 





UR last month’s letter contained no 
mention of the stupendous events which 
in the closing days of July convulsed 
the industrial and financial world. 
There has been no such interruption of 

commerce, no such dislocation of international re- 
lations, since international trade reached modern 
proportions. It is necessary to go back to the wars 
of Napoleon to find a similar area of disturbance, 
and the international interests of his time are not 
comparable with those of to-day. Not only have 
populations multiplied over and over again, but the 
facilities for communication and transportation have 
been so improved as to wonderfully promote inter- 
course. The whole world has tended to become 
one community, with a net-work of interests and a 
state of interdependence similar to that which exists 
in a single country. A few weeks ago men were 
buying and selling, lending and borrowing, con- 
tracting and planning, with little attention to na- 
tional boundaries, when suddenly the entire co- 
operative system was disrupted. Raw materials 
were cut off from the factories accustomed to use 
them, factories from markets, food supplies from 
consumers, and millions of men were summoned 
from mutually helpful industries to face each other 
as mortal foes. An outburst of primitive passion 
in a remote corner of Europe wrecked the painfully 
developed structure of modern civilization. 


Return of American Securities. 





The first effect of the European disturbance 
upon the United States was seen in the return of 
our securities. That has been a more or less con- 
tinuous movement since the outbreak of the Balkan 
war in the fall of 1912, and in view of what has now 
happened it is fortunate that the liquidation had 
been so long under way. The direct cost of that 
war was a serious matter, but the passions and fears 
engendered by it caused even larger expenditures 
to be made upon the military establishments of the 
powers which have now grappled with each other. 
These demands for money, and the withdrawal of 
much gold from the banks throughout Europe for 
hoarding, forced a heavy volume of securities upon 
the stock exchanges at all financial centers. Ameri- 
can securities were sold with the others, and per- 
haps more freely, because there was a great market 
for them outside the zone of political alarm, in the 
United States. The ability of this country to take 








U. S. SECURITIES 
GOVERNMENT FINANCE 


| RESERVE BANK 
| ORGANIZATION 








NEw YORK, SEPTEMBER, 1914. 


back its own stocks and bonds and pay for them 
acted as a safety valve, relieving the pressure upon 
all the stock exchanges of the world. The floating 
supply of our securities in Europe was no doubt 
materially reduced during this period of nearly two 
years, and the market at home was brought down 
to a bed-rock basis. If the European debacle had 
caught this country with credits extended and the 
stock market on an inflated basis the situation 
would have been much more serious than it is. 


Closing the Stock Exchanges. 





When it suddenly appeared that the breach 
between Austria-Hungary and Servia could not be 
compromised and that Russia, Germany, France 
and Great Britain would be almost inevitably in- 
volved in war, all Europe, aghast with alarm, started 
to convert securities into cash. The stock exchanges 
of the continent were almost immediately closed. 
Selling orders from all countries poured in upon 
the London and New York exchanges. The 
London exchange had practically ceased to do 
business by Wednesday, July 29th, although it 
was not formally closed until the 31st. Under 
these conditions the offerings upon the New York 
exchange were overwhelming. ‘There was no buy- 
ing demand in the market adequate to meet such 
an avalanche, and to avoid a disturbance of values 
that would have been disastrous, the Exchange was 


_|closed on July 31st. 


It sometimes happens that facilities and con- 
veniences with which we are familiar are not 
appreciated until they are interrupted orlost. The 
stock exchange to many people has seemed to be 
nothing more than a gambling arena, but the very 
conditions under which it closed showed what a 
great market-place it was, and what an agency it 
had been for the distribution of American securities. 
It has been inconvenient to have our securities 
poured back upon us as they have been in the last 
two years, but it was through this same channel, 
and by means of the same facilities, that foreign 
capital was induced and enabled to invest in this 
country. 


Our Foreign Indebtedness. 





The closing of the market-place stopped the 
dumping of securities, but already a formidable 
indebtedness had been thus created. Europe 
wanted a market for American securities held there. 
Maturing issues and heavy interest payments to- 
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gether with long bills sold against anticipated 
exports of grain and cotton called for large im- 


mediate and future settlements, and added to the! 


demands which foreign banks and bankers could 
make upon us. With heavy obligations facing 
us and no commodities going out, it looked as 
though a startling amount of gold might be 
called for. The moratorium proclaimed abroad and 
the uncertainty as to how long it might be main- 
tained was another obstacle to the resumption of 
exportations. Furthermore, the moratorium made 
our existing credits on the other side to some extent 
unavailable. The situation has been one of 
unparalleled complexity and difficulty. 


New York Bank Situation. 


‘The banks of New York City had already given 
up large sums from their reserves to provide the 
remittances to Europe. These payments were on 
account of purchases made by the whole country, 
but while the interior reimbursed New York by 
means of bank credits, New York was obliged to 
find gold for Europe. 

The gold itself came out of the United States 
Treasury, but every dollar of it was drawn by 
means of gold certificates taken from the reserves 
of the New York City banks. Sixty millions were 
thus given up from July 1st to August 15th, and 
$46,000,000 in the month of June. As this move- 
ment proceeded it was frequently pointed out that 
the Treasury contained considerably over $1,000, - 
000,000 of gold and that the withdrawals made but 
small inroads upon it. It is true that there has 
been at no time the slightest danger that the Treasury 
would have to suspend gold payments, for long 
before $1,000,000,000 of gold certificates could be 
withdrawn from bank reserves and from circulation 
the stringency and distress throughout the country 
would so curtail all kinds of purchases abroad as to 
put an end to gold exports. The problem presented 
by gold exports has not been how the Treasury 
could supply gold but how the New York banks, 
upon whom at present the entire burden falls, 
could supply gold certificates. 


Inefficiency of the National Gold Reserve. 


The exportation of $100,000,000, or $200,000,- 
000 of gold, or even considerably more, would not 
be a serious matter to the United States if the entire 
stock of gold in the country were massed and under 
the control of a unified banking organization. The 
Treasury held on June 30th last $1,080,974,869 
against outstanding gold certificates, and compared 
with this sum the exports have been insignificant. 
But the national banks of New York City at the 
date named held only $174,555,440 of these certifi- 
cates, and it was upon these holdings that the entire 
burden fell, with the result that the banking situa- 
tion throughout the United States was critically 
disturbed. The demand upon the banks caused a 
heavy deficit in their legal reserves and compelled 
them to issue clearing house certificates in transac- 
tions between themselves and to resort to various 
expedients to conserve and restore their reserves. 
The situation in New York of course reacted upon 
the situation throughout the country and precau- 








tionary measures were taken in many localities. 
Aldrich-Vreeland Act. 


Thus the payments which the New York banks 
were obliged to make for the entire country, 
amounted in effect to a ‘‘run’’ upon their reserves 
and threatened for a time to precipitate a general 
situation similar to that of 1907. Fortunately the 
Aldrich-Vreeland Act was now available and was 
quickly made more effective by amendment. The 
bankers were reassured by the knowledge that an 
ample supply of currency would be available, and 
the Secretary of the Treasury and Comptroller of 
the Currency made all possible speed in putting the 
provisions of the law into effect. The Aldrich- 
Vreeland Act has proved its value as an emergency 
support for the old unorganized banking situation, 
but proof has been again afforded that a much more 
far-reaching reform of our banking system was re- 
quired. ‘The lesson of this emergency is that the 
American banking system must be so coherently 
and effectually organized that all of its resources 
may be brought to the support of any of its parts, 
and, particularly, that the gold reserves should be 
consolidated and made available where they are 
needed. 








Devices for Stopping Gold Exports. 





At atime like this numerous suggestions are 
offered for making the gold stock inaccessible. 
There is an impulse to hide it away or build bar- 
ricades against the foreigners who would take it. 
The truth of course is that foreigners do not take 
it. Gold goes out because our own people have been 
making purchases abroad and are paying for them. 
When there is a balance against us in the ex- 
changes if our domestic currency and bank credits 
are not readily convertible into gold, they are in 
danger of being discounted, or, in other words, 
gold is likely to go to a premium, something not at 
all to be desired. ‘The only way to stop gold ex- 
ports and at the same time preserve the integrity 
of our monetary system is by enforcing banking 
policies that will cause our people to buy less and 
sell more in their dealings abroad. The effective 
influence to that end is ‘“‘tight money,’’ but it 
must be effective over the entire country. 


Restoring Normal Conditions. 


The closing of the stock exchange,-the high 
rates prevailing for foreign exchange, the unwilling- 
ness of bankers to finance further purchases of se- 
curities, and the falling off in merchandise importa- 
tions, together with the resumption of grain ship- 
ments, are now bringing about a restoration of 
normal conditions. ‘There is no reason to fear that 
our gold will be taken in alarming quantities. The 
banking system of the country, if directed as a 
unit, has the means to prevent undue purchases of 
goods or securities abroad. Such purchases cannot 
be extensively made if the bankers decline to fur- 
nish facilities for them. Moreover, general business 
conditions are likely to remain for some time un- 
wage to even normal meeriations of menchan- 

ise ‘ 
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How Gold Might’Be Spared. 


With $1,080,974,869 of gold certificates out- 
standing June 30th last, all of the banks in the 
national system held only $376,603,780 of them. 
The remainder was in state banking institutions 
and in circulation, where bank notes would serve 
all present purposes as well. If bank notes could be 
substituted in a moderate degree for these uses, all 
the reserve deficits of national banks could be made 
good and enough gold drawn from the Treasury, 
on gold certificates presented, to liquidate the 
existing foreign indebtedness without any ill 
effects. 

The reason for maintaining such a great gold 
reserve as we have accumulated is that we may be 
enabled to pay an adverse balance when it occurs, 
without embarrassment, using for the time being 
more bank credit among ourselves. After raising 
our gold reserve from $100,000,000 to $1,200,000, - 
000 we should not be alarmed over losing $100,- 
000,000, particularly when we see what the Bank 
of England is doing on $200,000,000. 


The Aldrich - Vreeland Issues. 


The bank issues so far made under the 
Aldrich-Vreeland Act do not represent inflation. 
They have been taken out mainly for prudential 
reasons, because the banks, in view of prevalent 
conditions of uncertainty, have wanted a supply of 
cash on hand to meet any possible demands from 
depositors. ‘The banks in the central cities which 
have lost heavily of gold certificates have substi- 
tuted them to some extent to meet the shipping 
demand for currency. They are not good in the 
legal reserves of national banks and cannot be made 
the basis of loans, which is the only real inflation. 

It is apparent that in current discussions too 
much is said about the necessity for more currency 
as a means of extending credit. There is no reason 








why the country should require any more currency 
this autumn than in other years, although more 
bank credit will be needed. 


Credit Should Be Liberal. 


This is not a time to lay emphasis upon re- 
serves. It is pre-eminently one of the occasions 
for which reserves are maintained. The usual 
channels of distribution for some of our most im- 
portant products are partially closed and time will 
be required to find new outlets. If domestic in- 
dustries are not to be seriously deranged, credit 
must bridge over the interval until producer and 
consumer can find each other again. It is of the 
greatest importance at this time that unemployment 
shall not increase and that the buying power of all 
our people shall be maintained. Fortunately, our 
exports most affected are staples which the world 
will ultimately want, and of a kind that do not de- 
teriorate in storage. ‘This country is rich enough 
to carry them if the proper agencies for doing so 
are adopted. 


Our F oreign Trade. 








Our trade during the fiscal year ended June 30, 
1914, with the countries now at war aggregated 
as follows: 


Imports Exports 
Austria-Hungary . $20,110,834 $22,718,258 
Belgium . 41,035,532 61,219,894 
France 141,446,252 159,818,924 
Germany 189,919,136 344,794,276 
Russia in Europe . 20,831,184 30,088,643 
Servia and Montenegro 1,949,835 9,462 
United Kingdom . 293,661,304 594,271,863 


The principal items of our exports to these 
countries are given below: 





U. S. EXPORTS FOR FISCAL YEAR ENDING JUNE 30, 1914, (In part) 





























PRINCIPAL, ITEMS. Hungary | Belgium France Germany Big icaon Totals 
Fa 
Food Stuffs..............0. '$ 15,657,849 |g 7,288,842 $ 84,557,864 118,856,504 |$176,310,559 
CNG oi oie sss aS 6,739,687 | 18,282,825| 73,918,742 | 181, ‘391, 920 6,482,509 | 231,817,865 | 514,088,048 
Ee Sa Oe 6, 332, 565 | 1, 259, 170| 25 "452, 636 | . 1,407,989 | 22,442,518) 103,017,601 
ns cae a vt ao dean wee 313, 153 5, 209, 934) 12, "583, 286 | 8,752,135 21,838,230 ,696, 738 
Farm implements.......... | 4, i. 521 | 3,215,729 6,495,570 1,100,272} 14,961,092 
PRN 655 mS | 964,018 976 ‘508 | 3,182,868 1,127,350 6,200,739 
Machinery and machines... 2, 580, 229 8,988,413 1,128,629 ,854,748| 16,052,019 
Furs and fur skins......... | 1, 038, 888, 4,368,537 7,811,088} 18,218,508 
Leather and shoes ......... pai hed 718, 871 4,306,169 14,049,353] 19,565,118 
Naval stores ...........-.. 276,472 | 4,823,815 584,076 5,240,948] 11,809,366 
Oil cake and meal ......... 501s" rr 806,325 | 8,540,499 2,136,770 | 10,998,614 
Tobacco and manufactures of | 1,420,956 4,788,231 4,014,879 ,922,484| 81,141,000 
Wood and manufactures.... | 2,077,615 1,770,910 2,326,028 17,170,956 | 23,845,509 
(Timber and Lumber) ' 
It will be seen that these commodities are for| war, as some of their most vigorous competitors in 


the most part food and raw materials. 

The probabilities are that there will be no fall- 
ing off in the demand for articles of food. All the 
combatants will want to carry larger stocks than 
usual. By far the most important article among 
raw materials is cotton, and what to do with our 
cotton crop is our largest problem. It is likely that 
all our textile industries will be benefited by the 


this market are located in Germany, France and 
Belgium. Cotton manufacturing in England may 
not be seriously interfered with. ‘The consumption 
of copper is likely to be seriously reduced, for 
copper enters largely into construction. Outside 
of cotton and copper our exports are so distributed 
that the net loss.due to the war does not, on the 
surface, promise to be serious. The amounts in- 
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volved are so small compared with domestic con- 
sumption as not to amount to more than ordinary 
fluctuations in the latter. 

Our importations from the territory of the war 
are for the most part things that we can either do 
without or make ourselves. While our textile 
industries will be benefited, some of them will be 
embarrassed temporarily by being cut off from their 
supply of foreign yarns and dyes. The yarns can 
be made here and the manufacture of cloth will 
doubtless go on with or without the latest dyes. 
Other industries will be troubled by being cut off 
from materials and supplies which they require, 
but it may be assumed that these difficulties will be 
overcome, and the probability is that they will 
result in the permanent establishment of many new 
industries in the United States. This market is 
great enough to warrant extraordinary exertions to 
supply its wants. 


After Effects of the War. 


As to the permanent effects of the war in the 
United States, the subject can be dealt with here 
only in summary fashion. Over and beyond the 
obvious losses or gains of this trade or that, the 
economist sees the terrible waste of capital and last- 
ing injuries inflicted upon some of the leading 
nations of the world. He knows that such losses 
must necessarily fall upon all nations, directly or 
indirectly. The investment fund of the world is a 
common fund ; its growth means that mankind will 
be equipped with more effective means of produc- 
tion and distribution, and that the common supply 
of necessaries and comforts will steadily increase, 
while losses from that fund mean that this progress 
will be retarded. With savings diminished and 
enormous government loans competing for money, 
capital will cost more in every market and for every 
use. 


New Countries Will Suffer. 


It is estimated that England has been invest- 
ing about $1,000,000,000 a year of surplus income 
in other countries. Most of it has gone into public 
utilities, such as steam and street railways, water 
works, lighting plants, general city improvements, 
etc., but a considerable portion has gone into in- 
dustries, mines, plantations, etc. France has been 
second to England in such outside investments and 
Germany third. Holland, likewise, has invested 
freely abroad. It is certain that the continental 
countries will need all of their means at home for 
some time to come, to handle the war loans and to 
rehabilitate their industries when the war is over. 
England has a very large income available for in- 
vestment, but she will be obliged to not only 
finance her own share of the war but aid her allies. 
Even England will be a poor market for outside 
securities while the war lasts. 


World Trade Will Be Less. 


These warring countries have supplied regu- 
larly, perhaps $1,500,000,000 per annum, of new 
capital for other countries. Now that they are 
engaged in this great struggle, where are these 
funds coming from next year and in the following 











years? If they are not forthcoming trade will not 
be very good in Canada, South America and other 
new countries for anybody. A good part of our 
own foreign trade in recent years has been due to 
this constructive work financed in Europe. Our 
exports to Canada have grown rapidly in con- 
sequence. ‘The manufacture and installation of 
electrical equipment has been one of the industries 
in which Germany has been foremost, and that is 
why we exported more copper to Germany last year 
than to any other country. 


Our Problem Abroad and At Home. 


We will now have opportunity to take con- 
struction contracts provided we will finance the un- 
dertakings. In short, if these new countries are to 
go ahead in their development, and build works 
and buy equipment and employ labor as they have 
been doing, somebody must supply capital. 

In England there is a large investing public, 
accustomed to buy securities representing properties 
all over the world. As yet we have no such body 
of investors in this country, and our banking houses 
cannot go far in the purchase of foreign securities 
unless there is a market to which such securities 
can be distributed. The conditions for creating 
such a market are unfavorable just now because our 
choice home securities can be bought very low. It 
is to be remembered that there remains in Europe 
a large stock of these which the owners, either to 
relieve their necessities or from patriotic desire to 
support their home governments, may want to sell 
as opportunity is afforded. So the question whether 
we are willing to step into the place of England, 
France and Germany in financing the progress of 
the outside world, is complicated by a further query 
as to the extent to which we are able to do this and 
buy back our own securities too. 

It is to be considered also that this country has 
had constant recourse to foreign money markets to 
finance its own constructive work. If we are to 
go ahead with our own development at a rate neces- 
sary to keep our industries busy and labor em- 
ployed, a large amount of capital will have to be 
raised in this market by our railroads, municipali- 
ties and other corporations. Already numerous 
instances are reported of the suspension of under- 
takings to which foreign capital was pledged. 

A Real Opportunity Exists. 

Enough has been said to suggest some of the 
limitations upon our ability to go out and pick up 
the trade that the warring nations have had. Much 
of that trade will simply disappear because the 
creative force behind it has been devoted to other 
ends. It remains to be said, however, that we are 
clearly under compulsion to make the most of the 
present opportunity to enlarge our trade in the 
markets which Europe is temporarily obliged to 
surrender. We need to make good our losses else- 
where, and there is an opportunity to obtain a per- 
manent foothold in fields that offer great possibil- 
ities for the future. Even though the development 
of these countries be checked temporarily by fail- 
ure to obtain capital for large constructive works, 
the current needs of their people must be supplied, 
and these will be paid for by their current exports. 
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The Warring Countries. 





Great as the wastes of war must be, and seri- 
ous as the disorganization of industry must be, it 
should not be assumed that there will be a total 
cessation of industry in the warring countries. 
After the first shock is over people will attempt to 
adjust themselves to conditions and find something 
todo. The women in those countries do a large 
part of the productive work at all times, and they 
will have the boys, and the men above the fighting 
ageto help them. At such time superhuman ex- 
ertions are possible. People will work longer 
hours, and more willingly and effectively than at 
other times. The most careful economy will be 
practiced and superfluities rigidly cut out. At the 
outbreak of our civil war the northern states had a 
population of about 20,000,000, and they main- 
tained armies of several hundred thousand men in 
the field, but business went on throughout the 
north very much as usual, and times were con- 
sidered good. Great Britain was at war with 
Napoleon almost continuously for twenty years 
and grew in population and wealth throughout the 
period. Japan put as many men into the field in 
the war with Russia as England is likely to put 
into the field in this war, but the exports and im- 
ports of Japan, and the bank clearings and bank 
deposits, increased during the two years, 1904 and 
1905. In this war a much greater interruption of 
trade must occur, but industry, although terribly 
hampered, will go on, self denial and economy, with 
draughts upon private hoards, off-setting to a great 
extent the loss in production. The enormous ex- 
penditures of the governments will be passed on, 
by means of loans, to burden later generations. 
Germany, by reason of its isolation, and Belgium, 
as the theatre of action, will necessarily suffer 
greater interruption of business than the other 
combatants. With the purchases of the govern- 
ment and the chance at new foreign trade the out- 
put of English industries may be nearly as large as 
usual. Shemay even manage to make foreign loans 
if she can do so in exchange for the products of her 
factories. It is clear that every effort will be made 
to keep her people employed, as witness the 
action of the government in assuming the 
shipping risk upon English commerce, and 
in directing the Bank of England to resume 
re-discounting with the guarantee of the Ex- 
chequer against losses. The governments of 
France and Germany are likewise doing everything 
in their power to keep every person who is not in 
the army productively employed. Russia and 
Austria-Hungary are agricultural countries and the 
problem of supporting their population will be less 
difficult. In all of these countries, however, the 
governments will endeavor to manage and support 
the entire business situation. All of them are issu- 
ing paper currencies regardless of the ordinary lim- 
itations, and when it is remembered how long 
even the various governments of Mexico, legitimate, 
illegitimate and revolutionary, have managed to 
finance themselves by means of the printing press, 
it must be admitted that war-finance is in a class 
by itself, quite independent of underwriting syndi- 
cates. ‘The government can assign each person to 


‘his task and fix his pay in scrip. The conduct of 
a war is the most tremendous experiment in social- 
ism that has ever been made. 


Utilizing Our Credit Resources. 


History contains no parallel to the conditions 
and problems with which we have been suddenly 
brought face to face, and which are likely to con- 
front us until the equilibrium of the world has been 
re-established, which is years in the future. ...It 
behooves every American banker to give his best 
thought to a scientific study of them and his best 
efforts to a patriotic support of his country’s 
policies. The United States cannot only do much 
to forward its own permanent interests, but in so 
doing, it will be serving the best interests of all the 
world. The occasion calls for intelligent, ‘coura- 
geous, co-operative policies. ‘This is the richést 
country on the globe and its equipment and capacity 
for producing nearly all of the commodities that enter 
into international trade is enormous. ‘The problem 
now is to support these agencies to the limit of their 
effectiveness, and that requires at this time a: more 
thorough mastery of the utility of sound, legitimate 
credit than has been displayed in this country 
heretofore. ae 

Notwithstanding the proverbial willingness of 
our people to go into debt and the vast amount of 
ill-judged indebtedness extant in the country, it 
remains true that the credit resources of the country 
have never been effectively used, because never ef- 
fectively organized. Credit has lacked mobility ; 
it has been localized, each community in a large 
degree dependent upon itself. The isolation of 
each banking unit has prevented the most effective 
use of its resources, and there has never been-a 
time when there was not a large amount of idle 
credit resources scattered over the country. Our 
gold reserves have not been effectively used. ‘The 
new banking organization should do much to bring 
out these latent resources. ‘The action proposed by 
the federal government and by some of the States, 
to provide for the responsible warehousing of 
staple products will be helpful to this end, for ‘it 
makes a local credit good anywhere. The new 
system, by centralizing reserves, will release in the 
aggregate a considerable amount of reserve strength, 
while increasing the factor of safety. By thus per- 
fecting its credit organization and utilizing nte- 
glected resources, the United States can finance its 
crops, give full employment to its people and accept, 
in part at least, its opportunities in new markets. * 


War Relief Legislation. 


Many war relief bills have been introduced in 
Congress, but up to this time only two measures of 
this character have passed both Houses of Corn- 
gress and become laws. One of these acts removes 
the five year limitation in the provision of the 
Panama Canal Act which, under certain circum- 
stances, admits foreign built, but American owned 
vessels, to American registry when not more than 
five years old. ‘This act also authorizes the Presi- 
dent in his discretion to suspend for such length of 
time as he may deem desirable the provisions of 
law prescribing that all the watch officers of vessels 
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of the United States registered for foreign trade, | payment, four per cent gold bonds, such bonds to 
shall be citizens of the United States. Under like be a first lien upon the vessels transferred. Provis- 
conditions, the President is authorized to suspend ‘ion for a sinking fund is made. ‘The vessels pur- 
the provisions of the law requiring survey, inspec- | chased are to be given U. S. registry, but they 
tion and measurement by officers of the United | shall engage only in trade with foreign countries or 








States, of foreign built ships admitted to American | with the Philippine Islands and the islands of 


registry. 

The Aldrich-Vreeland currency act was amend- 
ed so as to authorize the Secretary of the Treasury 
to issue emergency currency up to $1,442,000,000. 


This act gives the Secretary of the Treasury dis- | 
cretionary powers to permit banks in the federal | 


reserve system to issue circulation up to 125 per 
cent of their unimpaired capital and surplus. 


War Risk Insurance. 


The Senate and the House are passing an 
administration bill creating a Bureau of War Risk 
Insurance in the Treasury Department, under the 
direction of the Secretary of the Treasury. This 
Bureau is instructed to make provisions for the 
insurance by the United States of American 
vessels, their freight and passage moneys, 
cargoes shipped or to be shipped therein against 
loss. or damage by the risks of war, whenever it 
shall appear to the Secretary that American vessels, 
shippers or importers in American vessels are 
unable in any trade to secure adequate war risk 
insurance on terms of substantial equality with 
the vessels or shippers of other countries because 
of the protection given such vessels or shippers 
by their respective governments through war risk 
insurance. 

The Senate has passed a bill, now the subject 
of hearings before the House Naval Affairs Com- 
mittee, providing for the use of naval auxiliaries 
for commercial purposes between the ports of this 
country and South America. This is known as the 
Weeks Bill. 


The Purchase of Foreign Ships. 








Chairman Alexander of the House Committee 
on Merchant Marine and Fisheries has introduced a 
war emergency bill which is said to have the ap- 
proval of the President and the leaders in Congress, 
authorizing the United States, acting through a 
shipping board, to consist of the Secretary of the 
Treasury, the Postmaster General and the Secretary 
of the Commerce to subscribe to the capital stock 
of a corporation to be organized under the laws 
of the United States, or of a state, to purchase and 
operate vessels in the foreign trade. 

The initial capital stock of such corporation is 
limited to $10,000,000, but this stock may be in- 
creased from time to time as the interests of the 
corporation may require, and the United States is 
obligated to subscribe for fifty-one per cent of each 
such increase at par, and the remainder is to be 
offered for public subscription. 

The board is authorized to purchase suitable 
vessels to be transferred to the corporation, and for 
this purpose the Secretary is authorized to issue 
Panama Canal bonds to an amount not to exceed 
$30,000,000. 

These vessels are to be transferred to the cor- 
poration which shall issue to the United States, in 


and | 


Guam and Tutuila. 


Warehouses for Cotton, Ete. 





Another war emergency bill has been passed 
by the Senate, and is now before the House Com- 
mittee on Agriculture. This bill authorizes the 
Secretary of Agriculture to issue licenses for cotton 
and canned salmon warehouses, and to investigate 
the storage, warehousing and certification of the 
same. 

He is also required to determine whether the 
warehouses for which licenses are applied for or 
have been issued under this act are suitable for the 
proper storage or holding of cotton or canned sal- 
mon and to classify warehouses in accordance with 
their location, surroundings, capacity, condition, 
|and other qualities, and the kinds of licenses issued 
‘to them under this act. 
| Applications may be made to the Secretary by 
| the owner or operator of any licensed warehouse 
— permission to designate the same as bonded. 
|Any person owning cotton or canned salmon stored 
\in a warehouse bonded under this act or owning a 
|receipt for cotton or canned salmon therein, shall 
‘be entitled in an action upon the bond brought in 
|any court of the United States having jurisdiction 
'to recover all damages he may have sustained in 
| respect to such cotton and canned salmon by reason 
\of either negligence, or misconduct, of the owner 
lor operator of the warehouse, or his agents and 
| servants. 
| The Secretary is also authorized to issue a 
‘license to any competent person to grade or classify 
cotton or canned salmon and to certify the grade 
or class thereof. The Secretary is also authorized 
to suspend or revoke any license issued and may 
cancel his approval of any bond given for any vio- 
lation of or failure to comply with the provisions 
of this act or the regulations made thereunder. 

This bill is intended to improve the borrowing 
value of cotton and canned salmon certificates. 

As originally introduced, this bill applied only 

‘to cotton, but an amendment was adopted making 
it apply also to canned salmon. 
A new section was also adopted extending the 
| provisions of the act so as to include elevators and 
| warehouses for the storage of grain and flaxseed, 
| together with inspection, classification and issuance 
| of receipts and certificates to the same extent as 
they are applied to cotton and canned salmon. 

A provision limits the operation of the law to a 
period of not exceeding nine months after a treaty 
of peace has been ratified between Great Britain and 
Germany, and in no event is it to remain in force 
longer than two years. 

There is yet to be introduced the administra- 
tion bill providing a war tax to make up the deficit 
in revenues due, in great measure, to the decrease 











in imports from the countries now at war. Experts 
of the Treasury Department estimate that at least 
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$100,000,000 a year must be raised by an emer- 


gency tax measure, the details of which are now| 


being worked out by administration leaders. Pres- 
ent indications are that this war tax will be levied 
upon beer and liquors, and possibly tobacco and on 
various commercial papers, such as checks, drafts, 
mortgages, etc. 


Proposed Wer Relief Legislation affecting the Federal 
Reserve. Act. 





Senator Owen has introduced the following 
amendment to the Federal Reserve Act : 


Any Federal Reserve bank may discount ac- 
ceptances which have a maturity at the time of the 
discount of not more than three months and are 
endorsed by at least one member bank and which 
are based (a) upon the importations or exportations 
of goods, or, (b) upon the domestic sale or con- 
signment of goods to be delivered to purchaser or 


consignee on or before the maturity of such ac-| 


ceptances. 


Any member bank may accept drafts or bills 
of exchange drawn upon or growing out of trans- 
actions involving the importation or exportation of 
goods and having not more than six months sight 
to run, or drafts or bills of exchange having not 
more than three months sight to run, drawn upon 
it and based upon the domestic sale or consignment 
of goods to be delivered to purchaser or consignee 
on or before the maturity of such acceptances, but 


no bank shall accept such bills to an amount equal | 


at any time in the aggregate to more than one-half 
on its paid up capital stock without the express 
permission in writing of the Federal Reserve Board. 


Another war emergency measure amendatory 
of the new Federal Reserve Act is in course of 
preparation by the Senate Committee on Bank- 
ing and Currency. This bill is said to have the 
approval of Secretary McAdoo and a number of 
leading Democratic Senators. 


The bill, as now proposed, will reduce the 
amount of capital necessary for a state bank to join 
the Federal Reserve system from $25,000 to $15,000, 
with a proviso that the capital stock must be in- 
creased to $25,000 within eighteen months. This 
bill may be reported to the Senate within the next 
day or two. Senator Hoke Smith of Georgia has 
in preparation a bill amending the currency laws 
so as to permit the issuing of emergency currency 
on commercial paper to the extent of 75 per cent 
of a bank’s capital and surplus, instead of 30 per cent 
as now provided by law. 


Senator Smith also proposes an amendment to 
the present laws changing the tax rate on emergency 
currency to a flat basis of 3 per cent for the first 
6 months these notes are in circulation. ‘The pres- 
ent rate is 3 per cent for the first three months 
and an additional rate of % of 1 per cent per 
annum for each month thereafter until a rate of 
six per cent per annum is reached. 


It is stated in explanation that this is only in- 
tended as a temporary measure to meet the extra- 
ordinary situation created by the European War. 
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The Reserve Board, on the completion of which 
| depended the inauguration of the new banking sys- 
tem, was sworn into office August 10, 1914. Charles 
S. Hamlin, of Massachusetts, was designated by the 
President as Governor of the Board, and Frederic 
A. Delano, of Illinois, as Vice Governor. Besides 
the two ex-officio members, the Secretary of the 
Treasury and the Comptroller of the Currency, the 
other members are W. P. G. Harding, of Alabama, 
Adolph C. Miller, of California, and Paul M. War- 
burg, of New York. 

In presenting the members with their commis- 
sions, the Secretary of the Treasury is quoted as 
saying : 

“The banks have progressed to this point: 
When the legislation was first enacted the most 
careful estimates indicated that they might be 
organized about the first of October, 1914. As 
a matter of fact, these banks could have been 
organized by the first of August, 1914, but, due 
to causes over which we had no control, the 
organization was not perfected by that date. 
The fact that the board itself had not been or- 
ganized on that date means that the banks can 
certainly be organized by the first of October, 
1914, orsooner, and that is a comforting thought, 


considering the difficulties and the work that 
had to be done.’’ 


On the same day, August 10, 1914, the Reserve 
Bank Organization Committee announced the names 
of the successful candidates for Directors of Classes 
““A”’ and “‘B’’, a complete list of which appears 
in this circular. Directors of Class ‘‘C’’ will be 
selected by the Federal Reserve Board. ‘There will 
remain after such selection much to be done before 
the new system is ready for business. Rules and 
regulations are to be formulated, the respective 
regional banks must be organized, quarters and 
employees obtained, and numerous details of 
operation to be decided on in advance of opening. 
It is obvious that all this will take time. Mean- 
while the country is in the midst of new and un- 
usual conditions affecting leading industries and 
commerce, particularly the foreign trade, and must 
depend for financial relief upon the Aldrich- 
Vreeland Act of May 30, 1908, as recently 
amended. 


Additional Curreney Issued. 





At the beginning of the month international 
conditions caused the breaking down of established 
financial customs, and foreign exchange as a medium 
for settling obligations practically ceased to exist. 
The banks of this country, in order to protect the 
gold of America, found it necessary to avail them- 
selves immediately of the provisions of the Cur- 
rency Association Law of May 30, 1908. This 
law was to expire on June 30, 1914, but the 
Federal Reserve Act wisely extended its operation 
to June 30, 1915. Under the original act banks 
could issue an amount, including outstanding 
circulation, up to their unimpaired capital and 
surplus, provided, however, that the total amount 
of outstanding additional circulation should at 
no time be in excess of $500,000,000. Such 
additional circulation was taxed at the rate of 






































5% per annum for the first month and an addi- 
tional tax of 1% per annum for each month until 
a tax of 10% per annum was reached and there- 
after a tax of 10% per annum remained in force 
while the additional circulation was outstanding. 
The Federal Reserve Act of December 23, 1913, 
amended this law in reference to the taxation on 
outstanding circulation, imposing a tax of 3% per 
annum for the first three months and an additional 
%% per annum for each month until a total of 
6% per annum is reached and thereafter 6% per 
annum. By the Act of August 4, 1914, the Secre- 
tary of the Treasury was given discretionary power 
to extend the provisions of the Currency Associa- 
tion Law to all national banks having an unim- 
paired capital and 20% surplus, irrespective of the 
amount of Government bond secured circulation 
they have outstanding, and also to permit the out- 
standing circulation, including the present bond 
secured notes, to equal 125% of the unimpaired 
capital and surplus, instead of limiting it to 100%, 
as provided in the Act of June 30, 1908. 

Upon the derangement of the exchange mech- 
anism, the Secretary of the Treasury and the 
Comptroller of the Currency came to New York 
to confer with the bankers and to take steps to 
protect, through the issuance of additional cur- 
rency, the ordinary necessities of commerce. Up 
to the close of August 19th, $154,085,000 of this cur- 
rency has been issued throughout the United 
States and applications from Currency Associa- 
tions are still being received. Associations are 
now in process of formation. 

It is fortunate that this emergency measure was 
still in force and fortunate that Congress in the 
recent amendments has so liberalized its provisions 
as to make it readily available to all sections of 
the country. Its privileges should be used as 
sparingly as possible; and the Secretary of the 
Treasury rightly sounded a note of warning 
against the dangers of inflation, as he did on 
August 25th when addressing the cotton con- 
ference in Washington. 

Under the law, the Secretary of the Treasury 
may, at his discretion, permit individual banks, 
independent of the Currency Associations, to issue 
additional circulation based on State and Munici- 
pal securities. The Secretary feels that it is at 
this time not necessary to exercise this power. 
The position of the Secretary is shown in the fol- 
lowing circular issued on August 20th: 


TREASURY DEPARTMENT 
WASHINGTON 
Office of 
Comptroller of the Currency August 20, 1914. 


To National Banks which are not Members of National 
Currency Associations Organized under the Terms 
of the Aldrich-Vreeland Act, as Amended: 


SIRS: This office has received a number of applica- 
tions from national banks in different sections of the country 
for ission to issue additional currency under the 
provisions of Section 3 of the Aldrich-Vreeland Act, which 
makes it ible, under certain conditions, for national 
banks, with the approval of the Secretary of the Treasury, 
to obtain such currency by ee securities of a par- 
ticular class. The Secretary of the Treasury has generally 
disapproved these direct applications, preferring that all 
banks desiring additional currency should make their 
application through a national currency association, as 








provided in section 1 of the act referred to, rather than 
independently. 

The purpose of this letter is, first, to notify that the 
Secretary of the Treasury prefers that banks should not 
make their applications direct, but that all applications 
should come through a National Currency Association ; and, 
second, to suggest that if you have need at this time, or 
expect in the near future to have need for additional 
currency, that you take steps immediately either to join some 
National Currency Association in your own Federal Reserve 
District, or, if the existing Associations are regarded as 
being inconveniently distant, that you co-operate immediate- 
ly with other banks in your vicinity, with a view to organiz- 
ing a new National Currency Association. 

Each Association, under the act, must be composed of 
not less than ten banks, whose capital and surplus aggre- 
gate not less than $5,000,000, and in order to be eligible to 
membership in such an Association a national bank must 
have a Surplus equal to not less than 20 Per Cent of its 
Capital, 

I shall be pleased to send, upon telegraphic request, 
to those who may desire to organize a National Currency 
Association, copies of the Federal Reserve Act and of the 
amendments thereto; also copies of the necessary forms, 
and instructions relative to the organization of such associa- 
tions. 

The organization of these associations can be greatly 
expedited by prompt and vigorous action on the part of 
their organizers and those proposing to join. Special meet- 
ings of Boards of Directors of the proposed member banks 
can be called on proper notice, without waiting for the 
regular meetings. 

Banks in sections of the country remote from Wash- 
ington, desiring to be speedily informed as to the routine 
and methods to be pursued in organizing, can obtain 
particulars either from the nearest existing National Cur- 
rency Association or from this office direct. 

It is recommended that all banks should, for obvious 
reasons, if possible, become members of a Currency Associa- 
tion located in their own FEDERAL RESERVE DIS- 
TRICT, rather than in an outside District. 

A list is inclosed herewith of National Currency 
Associations which have already been organized in the 
twelve Federal Reserve Districts, as well as of those which 
are either organizing or have indicated their intention to 
organize. As seen from this list, thirty-one (31) National 
Currency Associations have already been organized and 
twelve (12) additional associations are now organizing or 
have indicated to the Department their intention to do so. 

Respectfully, 


(Signed) JNO. SKELTON WILLIAMS, 
Comptroller of the Currency. 


National Currency Associations. 





The following list shows the number of Na- 
tional Currency Associations organized to date in 
the twelve Federal Reserve districts, and also gives 
a list of the National Currency Associations re- 
ported as being in process of organizing : 


FEDERAL, RESERVE DISTRICT No. 1. 

National Currency Association of the City of Boston, em- 
bracing the State of Massachusetts; headquarters, Boston, 
Mass. 

Additional associations reported as organizingin Maine, in 
Connecticut, and in Rhode Island. 

FEDERAL RESERVE DISTRICT No. 2. 

National Currency Association of the City of New York, 
embracing New York City; headquarters, New York City. 

National Currency Association of Albany, Rensselaer, and 
Schenectady counties, embracing the counties of Albany, 
Rensselaer, and Schenectady; headquarters, Albany, N. Y. 
Probably will enlarge territory. 

National Currency Association of Western New York, em- 
bracing the counties of Erie, Niagara, Chautauqua, Orleans, 
Genesee, Wyoming, Cattaraugus, and Allegany; head- 
quarters, Buffalo, N. Y. 

Associations reported as organizing in Northern New 
York, embracing Watertown and Ogdensburg. 

An association at Rochester, N. Y., embracing adjacent 
territory, has been organized. 


FEDERAL RESERVE DISTRICT No. 3. 


National Currency Association of the City of Philadelphia, 
Pa.; headquarters, Philadelphia, Pa. Now arranging to 
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enlarge its territory to include neighboring counties in 
Pennsylvania and also in New Jersey. 














Association reported as organizing in Northeastern 
Pennsylvania, embracing Scranton, Wilkes-Barre, and ad- 
jacent counties. 


FEDERAL RESERVE DISTRICT No. 4. 


National Currency Association of Pittsburgh. embraces 
Allegheny County and enlarging to include adjacent Western 
Pennsylvania territory; headquarters, Pittsburgh, Pa. 

National Currency Association of Cleveland, Ohio, em- 
bracing counties of Cuyahoga, Lorain, Lake, Ashtabula, 
Geauga, Trumbull, Mahoning, Portage, Stark, Summit, 
Medina, Ashland, Wayne. Columbiana. Richland, Crawford, 
Wyandot, Hancock. Allen, Putnam, Van Wert. ——— 
Defiance, Henry, Williams, Fulton, Lucas, Wood, Seneca, 
Sondurte, Ottawa, Huron, and Erie; headquarters, Cleveland, 
Ohio. 

National Currency Association of Cincinnati, Ohio, em- 
bracing counties of Hamilton, Butler, Preble, Montgomery, 
Greene, Warren, Clinton, Clermont, Brown, Clark, Adams, 
Scioto, Highland, and Pike in Ohio; Dearborn, Franklin, and 
Rush counties in Indiana (these counties are in Federal 
serve District No.7), and Campbell, Kenton, Boone, Grant. 
Harrison, and Bourbon counties, Kentucky; headquarters, 
Cincinnati, Ohio. 


FEDERAL, RESERVE DISTRICT No. 5. 


National Currency Association of Washington, D. C., em- 
ay the District of Columbia; headquarters, Washington, 


National Currency Association of the city of Baltimore, 
Md., embracing the State of Maryland; headquarters, 
Baltimore, Md. 

National Currency Association of Richmond, Va., reas 
ing the State of Virginia; headquarters, Richmond, V: 

National Currency Association of North Carolina, ne 
a a State of North Carolina; headquarters, Raleigh, 
N 


National Currency Association of South Carolina, embrac- 
ing the State of South Carolina; headquarters, Columbia. 
Ss. C. 

National Currency Association of West Virginia is reported 
organizing, to embrace the State of West Virginia. 


FEDERAL RESERVE DISTRICT No. 6. 


National Currency Association of Georgia, embracing the 
State of Georgia and the city of Chattanooga, Tenn.; head- 
quarters, Atlanta, Ga 

National Currency Association of Alabama, embracing the 
State of Alabama; headquarters, Montgomery, Ala. 

National Currency Association of the State of Louisiana, 
embracing the States of Louisiana and Mississippi; head- 
quarters, New Orleans, La. (Part of Louisiana is in Federal 
Reserve District No. 11; part of Mississippi is in No. 8.) 


FEDERAL RESERVE DISTRICT No. 7. 


National Currency of the City of Chicago, embracing the 
city of Chicago; headquarters, Chicago, Ill. 

National Currency Association ot the City of Detroit, em- 
bracing the counties of Wayne, Washtenaw, Jackson, Ingham, 
Livingston, Oakland, Macomb, St. Clair, Lapeer, Genesee, 
Shiawassee, Saginaw, Bay. Tuscola, Sanilac, Huron, Michi- 
gan; headquarters, Detroit, Mich. 

National Currency Association of Indiana, embracing the 
State of Indiana except the counties of Dearborn, Franklin, 
and Rush, and the counties of Floyd, Clark and Harrison; 
headquarters, Indianapolis, Ind. (fart of State in Federal 
Reserve District No. 8, 

National Currency Association of Iowa, embracing the 
State of Iowa; headquarters, Des Moines, Iowa. 

National Currency Association of Central Illinois, embrac- 
ing the counties of Peoria, Woodford, Tazewell, Mason, 
Cass, Mclean, Logan. Mason, Morgan, Menard, Dewitt, 
Sangamon and Christian, Illinois; headquarters, Peoria, Ill. 

National Currency Association of Milwaukee has been 
organized. 


FEDERAL RESERVE DISTRICT No. 8. 


National Currency Association of St. Louis, embracing the 
city of St. Louis, Mo., and portions of Federal Reserve 
District No. 8 not included in other associations; head- 
quarters, St. Louis, Mo. 

National Currency Association of Louisville, Ky., embrac- 
ing the counties of Jefferson, Shelby, Franklin, Woodford, 
Fayette, Anderson, Bullitt, and Hardin in Kentucky, and 
counties of Floyd, Clark and Harrison in Indiana (counties 
of Woodford and Fayette in Federal Reserve District No. 4); 
Association is extending territory in Kentucky and Ten- 
nessee; headquarters, Louisville, Ky. 


FEDERAL RESERVE DISTRICT No. 9. 


National Currency Association of the Twin Cities, embrac- 
ing the cities of St. Paul and Minneapolis and the territory 
contiguous thereto in the State of Minnesota and the western 
half of the State of Wisconsin; headquarters, St. Paul, Minn. 
Considering enlarging territory. 


FEDERAL, RESERVE DISTRICT No. 10. 


National Currency Association of Kansas City and St. 
Joseph, Mo . embracing State of Kansas and the parts of the 
States of Missouri and Oklahoma in Federal Reserve District 
No. 10; headquarters, Kansas City, Mo. 

Nationa! Currency Association of Denver, Colorado 
Ss gs. and Pueblo, Colo., embracing the city and county 
of Denver and counties of Arapahoe, Douglas, Elbert, El 
Paso, and Pueblo, Colorado; headquarters, Denver, Colo. 

National Currency A: ation of Omaha, embracing the 
State of Nebraska; headquarters, Omaha, Nebr. 


| FEDERAL RESERVE DISTRICT No. ll. 
National Currency Association of Dallas, Texas, embrac- 
| ing the counties of Dallas, Ellis, Kaufman, Collin, Navarro, 
and Henderson; territory is being enlarged to include ad- 
jacent portions of Texas and southern Oklahoma; head- 
quarters, Dallas, Tex. 

National Currency Associations have been organized at 
Fort Worth, at Houston, and at San_ Antonio, Tex., with 
territories not yet finally defined. (7¢xas associations are 
expected to include all Federal Reserve District No, 11, except 
Loutsiana,) 

FEDERAL RESERVE DISTRICT No. 12. 

National Currency Association of San Francisco, embracing 
the counties of San Francisco, Alameda, Contra Costa, 
San Mateo, and Marin, California; headquarters, San 
Francisco, Cal. It is reported that this association contem- 
plates enlarging its territory to include member banks in 
other parts of California and also in Nevada. 

National Currency Association of Los Angeles, Cal., 
embracing the city of Los Angeles, Cal.; headquarters, 
Los Angeles, Cal. 

National Currency Association of State of Washington, 
embracing entire State; headquarters, Seattle, Wash. 

National Currency Association is reported in process of 
organization in Portland, Oregon. 


Amounts of Additional Circulation Issued. 


| ADDITIONAL CURRENCY ISSUED TO DATE AND 
AMOUNTS STILL ISSUABLE. 


The amount of additional currency issued or directed 
to be issued under the provisions of the Aldrich-Vreeland 
Act, as amended by the Federal Reserve Act, and the Act 

| of August 4, 1914, from August 3, 1914, to August I9, 1914 
| (no currency had been issued under this act prior to August 
| 3rd), was $154,085,000, leaving $1,287,866,000, still issuable 
|in the discretion of the Secretary of the Treasury. 

Of the amount already issued $9,428,000 was taken by 
'national banks in Massachusetts, including the city of 
| Boston, and $97,964,000 in the Eastern States, including 
| New York, New Jersey, Pennsylvania, Delaware, Maryland, 

|and the District of Columbia. 
The amount issued to the thirteen Southern States was 
| $8,768,000, The amount of additional currency still issu- 
|able to the national banks of these Southern States is 
| $169, 883,000 ; the amount issuable in the discretion of the 
| Secretary of the Treasury to each of these States is shown 
| in the following table : 













VER iti sitcssovind $16,441,000 Alabama.... miunthicemniel $ 9,466,000 
Se +++ 11,639,000 Mississippi se++ 3,095,000 
North Carolina....... 6,922,000 7,ouisiana.... Py 
South Carolina. 6,072,000 ACESS. - oe 

Florida.......... 6,933,000 fenteees * age, 
. ’ Kentucky... 13,847,000 

GOOFBia........c.ccceecee0 15,952,000 Tennessee................ 656, 
Total, .....:cc0004 $169,883,000 


| The amount of additional currency thus far issued to 

| the Middle Western States is $34,445,000, including the city 

| of Chicago. The maximum amount of additional currency 
still issuable, in the discretion of the Secretary of the 
| Treasury by the national banks in these States is $301,491,- 
| 000, apportioned as follows : 






$63,025,000 Wisconsin................$19,223,000 

-... 23,955,000 Minnesota .. . 33,893,000 

| lino’ «+++ 93,639,000 Iowa........ . 20,197,000 
Michigan ............... 19,824,000 Missouri .................. 27,735,000 


Only $180,000 additional currency has thus far been 
issued to the Western States composed of the Dakotas, 
Kansas, Nebraska, Wyoming, Montana, Colorado, New 
Mexico, and Oklahoma. ‘These States could still obtain 
with the approval of the Secretary of the Treasury $70,096,- 
ooo under the terms of the act. 

Thus far $3,300,000 has been issued to the Pacific 
States of Washington, Oregon, California, Idaho, Utah, 
Nevada, Alaska, and Arizona. The amount ‘still issuable in 
the discretion of the Secre of the Treasury, to the 
national banks in these States is $83,870,000. 


Additional Currency Based on Warehouse Receipts. 


The Secretary of the Treasury issued the follow- 
ing important statement with reference to the 
acceptance of cotton and tobacco warehouse receipts 
as security for additional circulation when such 
receipts were duly presented by national banks, 
| members of local currency associations. The pro- 
| posed action is in keeping with the broad effort 
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which is being made by the Treasury and the banks 
to meet the situations arising from the disturbed 
international conditions. 


August 27, 1914. 

Secretary McAdoo said today : 
Among the eligible securities to be used as a basis for 
the issue of currency, I have decided to accept from national 


banks, through their respective National Currency Associa- | 


tions, notes, secured by warehouse receipts, for cotton or 
tobacco, and having ma more than four months to run, at 
75 per cent of their face value. The banks and the assets 
of all banks belonging to the currency association will be 
jointly and severally liable to the United States for the 
redemption of such additional circulation and a lien will 
extend to and cover the assets of all banks belonging to the 
association and to the securities deposited by the banks 
with the association, pursuant to the provisions of law, but 
each bank composing such association will be liable only i in 
proportion that its c —— and surplus bear to the aggregate 
capital and surplus of all such banks. 

This plan ought to enable the farmers to pick and 
market the cotton crop if the bankers, merchants, and 
cotton manufacturers will co-operate with each other and 
with the farmers, and will avail of the relief offered by the 
Treasury within reasonable limits. Such co-operation is 
earnestly urged upon all these interests. The farmer can- 
not expect as high a price for cotton this because of 
the European war, yet he should not be forced to sacrifice 
his crop. The banker and the merchant should not exact 
excessive rates of interest, and the manufacturers should 
replenish their stocks as much as ible and pay reason- 
able prices for the product. If this is done, and it can be 
done if every one displays a helpful spirit, a normal condi- 
tion can be restored and there ought to be no serious diffi- 
culty in taking care of the cotton problem. 

This is a time when the entire country expects that 
purely selfish interests shall be subordinated to the common 
good; that undue advantage shall not be taken of the 
necessities of each other. Iam happy ry to say that this spirit 
seemed to animate those who attended the so-called cotton 
conference held at my request in Washington on August 
24th and 25th. 

Since the law leaves it entirely in the discretion of the 
Secretary of the Treasury to issue or not to issue the cur- 
rency to which I have referred, I shall not hesitate to re- 
fuse it if Iam convinced that it will be used merely for 
speculative purposes instead of for the operation of harvest- 
ing and carrying the c —- until a reasonable market can 
be found and for the needs of legitimate business. 

It is not my purpose to prescribe the character of ware- 
houses in which cotton and tobacco may be stored. The 
banks will be relied upon to see that warehouse receipts is- 
sued by responsible warehousemen or warehouse com- 
panies alone are accepted, and that the cotton and tobacco 
stored in such warehouses is covered by adequate fire insur- 
ance and is protected against injury by the elements. 

In order to obtain such currency the following things 
should be observed by banks applying therefor: 


1. Not less than ten national banks . any given territory, 
each having an unimpaired capital and surplus of not less 
than 20 per cent, desiring such currency, shall form a Na- 
tional Currency Association, with an capital and 
surplus of not less than $5,000,000, as required by the Act. 
Full particulars and blank forms for this purpose may be 
had upon application to the Comptroller of the Currency, 
Washington, D. C. 

2. Any National Currency Association formed im accord- 
ance with law, will receive the approval of the Secretary of 
the Treasury. Already thirty-seven such associations have 
been organized in the various States 


3. Under the law, the Secretary of the Treasury may 
accept as security for currency: 

(a) Bonds of any State or of any city, town, county, or 
other legally constituted municipality or district in the 
United States which has been in existence for a period of 
ten years and which, for a period of ten years previous to 
such deposit as security, has not defaulted in t in the payment 
of any part of either principal or interest of any funded 
debt authorized to contracted by it, whose net 
funded indebtedness does not exceed rm = centum of 
the valuation of its taxable property, to be ascertained 
by the last preceding valuation of property for the as- 
sessment of taxes. 

(b) Any securities including commercial paper, ap- 
proved by the Secretary of the Treasury, held by a na- 

tional bank and made available through a National 
Currency Association under the direction and control of 
the Secretary of the Treasury, at not exceeding 75 per 
cent of the cash value of such securities or suumanenaiel 
paper. 


(c) No national hoot shali be permitted to issue cir- 
culating notes commercial paper alone, in ex- 
cess of 30 per cent of its on auleupaieed capital and surplus. 

4. The total amount of currency issuable to any bank, in- 

cluding its circulating notes issued against United States 

, Shall not be more than 125 per cent of its unimpaired 
capital and surplus. 

5. Each bank or currency association receiving currency 

must maintain in the Treasury at Washington a redemp- 

tion fund in gold of at least 5 per cent. Secretary of 

the Treasury may, at any time, require such additional de- 

posits in gold as, in his ; Jedgment, may be sufficient for the 

redemption of such notes. 

Iam convinced that there is adequate power under 
existing law to issue through the national banks all the 
currency to meet any reasonable demand that may develop, 
in any part of the country, and that it is not necessary to 
extend the note issuing privilege to State banks. 

The of the Treasury already has the power to 
issue one billion dollars of additional cational bank cur- 
rency if it should be required, but I cannot imagine a condi- 
tion when any such need will arise. 


The Aldrich-Vreeland Emergency Currency Lew. 





The Federal Reserve Act approved Dec. 23, 1913, ex- 
tended the Provisions of the _neeaten Currency Bill 
which was to expire June 30, 1914, to June 30, I915. 


The oo Reserve Act also modified the law by 
changin igh, att we ra regarding the tax to be imposed on 
Outetan ing Circulation as follows : 


EMERGENCY CURRENCY ACT EXTENDED. 


SEc. 27. The provisions of _ Act of May thirtieth, nineteen 
hundred and eight, authorizing n currency ons, the issue 
of additional national-bank circulation, and creating a National na 
tary Commission, which expires by limitation under the terms of — 
Act on the thirtieth day of June, nineteen hundred and f 
hereby extended to June thirtieth, nineteen hundred and fifteen, ond 
sections fifty-one hundred and fifty-three, fifty-one hundred and seventy- 
two, fifty-one hundred and ninety-one, and fifty-two hundred and 
fourteen of the Revised Statutes of the United States, which oom 
amended by the Act of May thirtieth, nineteen hundred and eight, 
hereby reenacted to read as such sections read prior to May thirtieth, 
nineteen hundred and cight. subject to such amendments or modifica- 
tions as are prescribed in this Act: Provided, however, That section 
nine of the Act first referred to in this section is hereby amended so as 
to change the tax rates fixed in said Act by making the portion 
at thereto read as follows: 
a a ‘Anencietions having circulating notes secured 
otherwise than by bonds of the United States, shall pay for the first 
3 months a tax at the rateof three per centum per annum upon the 
average amount of such of their notes in circulation as are based upon the 
deposit of such securities, and afterward an additional tax rate of one- 
half of one per centum per annum for each month until a tax of six per 
centum per annum is reached, and tax of six per centum 
per annum upon the average amount of such notes. 


The following Act was agreed to in conference and 
passed the House and Senate on the afternoon of August 4, 


1914: 
AN ACT 


To amend section twenty-seven of an Act approved Decem- 
ber twenty-third, nineteen hundred and thirteen, known 
as the Federal Reserve Act: 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section twenty- 
| seven of the Act approved December twenty-third, nineteen hundred 
| and thirteen, known as the Federal Reserve Act is hereby amended and 

reenacted to read as follows : 
“SECTION 27. The provisions of the Act of May thirtieth, nine- 
| teen hundred and eight, authorizing national currency associations, the 
issue jitional national-bank circulation, and creating a National 
Monetary Commission, which expires by ——— under the terms of 
| such Act on the thirtieth day of June, nineteen hundred and fourteen, 
jare hereby extended to June 30, 1915, and sections 5153, 5172, 5191 and 
5214 of the Revised Statutes of the United States, which were amended 
by the Act of May 30, 1903, are hereby reenacted to read as such sec- 
| tions read prior to May 30, 1908, subject to such pres cod or modi- 
fications as are prescribed in this Act; provided, — > bas gh — 
| 9 of the Act first 1 referred to in this section is hereby 
| change the tax rates fixed in said Act by making the po portion ap; plicable 
thereto read as follows: ‘National Banking 
culating notes secured otherwise than by aE jer the Talend ese, 
| shall pay for the first three months a tax at the rate of three per centum 
~—< annum soos the average amount of such of their notes in circulation 
pon the deposit of such securities, and afterward an ad- 
| ditional tax comval Gna tedlel eur per centum per annum for each month 
until a tax of six per centum per annum is reached, and thereafter such 
| tax << per centum per annum upon the average amount of such notes: 
Provided, further, That whenever in his a he may deem it 
| desirable, the note 5 a of the Treasury shall ha’ to the 


n this section, whieh prescribes tha’ tional circulation 
pote de Gtherwine than fo; Gomis cf the Undead Gites aeail be ieoned 
only to national banks having ci outstanding by 
| the deposit of bonds of the United States to an amount not less than 
| forty per centum of the capital stock of such banks, and to suspend 
' also the conditions and limitations of section five of said Act except that 
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no bank shall be permitted to issue circulating notes in excess of 
125 per cent of its unimpaired capital and surplus. He shall require 
each bank and eae 4 association to maintain on deposit in the 
Treasury of the U: sufficient in = —_e 
quant tor the selempéien tion of such notes, but in no event less 
Spercentum. He may a national banks, during the period Stor 
which such » to issue additional circulation 
under the terms and conditions of the Act referred to, as herein amended. 
Provided further, that the Secretary of the Treasury, in his discretion 

is further authorized to extend the benefits of this Act to all qualified 
state banks and trust companies, which have joined the Federal Reserve 
System, or which may contract to join within fifteen days after the 
passage of this Act.’”’ 


Federal Reserve Directors of Class “A™ and “B”. 





The Reserve Bank Organization Committee announced 
to-day the names of the successful candidates in the election 
under the provisions of the Federal Reserve Act of Class 
‘*A”? and Class ‘“‘B’’ Directors in the twelve Federal Reserve 
Districts, as follows : 


DISTRICT No. 1. Federal Reserve Bank of Boston. 
Class “A” G 


roup 1 Thomas P. Beal, Boston, Mass. 
Group 2. C. G. Sanford, Bridgeport, Ct. 
Group 3 A. M. Heard, Manchester, N. H. 
Class ‘“B”’ Group 1 Charles A. Morss, Boston, Mass. 
Group 2 E. R. Morse. Proctor, Vt. 
Group 3 


Charles G. Washburn, Worcester, 
Mass 


DISTRICT No. 2. Federal Reserve Bank of New York. 
Class “A” Group 1 William Woodward, New York, N. Y. 


Group 2 Robert H. Treman, Ithaca, N. Y. 
Group 3 Franklin D. Locke, Buffalo, N. Y. 
Class “B” Group 1 s_—«x H. R. Towne, New York, N. Y 
Group 2. William B. Thompson, Yonkers, N.Y. 
Group 3 Leslie R. Palmer, Croton-on-Hudson, 
N. Y. 
DISTRICT No. 3. Federal Reserve Bank of Philadelphia. 
Class “A”’ Group 1 Charles J. Rhoads, Philadelphia, Pa. 
Group 2 W. H. Peck, Scranton, Pa. 
Group 3 M. J. Murphy, Scranton, Pa. 
Class “‘B"’ Group 1 = Alba B. Johnson, Philadelphia, Pa. 
— ; Edwin S. Stuart, Philadelphia, Pa. 
roup 


George W. F. Gaunt, Mullica Hill, 
WwW. J. 


DISTRICT No. 4 Federal Reserve Bank of Cleveland. 
Class “A” 


Group 1 Robert Wardrop, Pittsburgh, Pa. 
Group 2. _W.S. Rowe, Cincinnati, Ohio. 
Group 3___ S. B. Rankin, South Charleston, 
Ohio. 
Class “B” Group 1 ‘Thomas A. Combs, Lexington. Ky. 
Group 2 C. H. Bagley, Corry, 
Group 3 A. B. Patrick, Salyervilie, Ky. 


DISTRICT No. 5. Federal Reserve Bank of Richmond. 

Class “A”’ Group 1 aldo Newcomer, Baltimore, Md. 
Group 2 John F. Bruton, Wilson, N. C. 
Group 3. Edwin Mann, Bluefield, W. Va. 

Class “B”’ Group 1 George J. Seay, Richmond, Va. 
Group 2 D. R. Coker, Hartsville, S. C. 
Group 3 J. F. Oyster, Washington, D. C. 


DISTRICT No. 6. Federal Reserve Bank of Atlanta. 


Class “A” Group 1 P. Hillyer, Macon, Ga. 
Group 2 F. W. Foote, Hattiesburg, Miss. 
Group 3 W. H. Toole, Winder, Ga. 

Class “B” Group 1__—~P.x H.. Saunders, New Orleans, La. 
Group 2 J. A- McCrary, Decatur, Ga. 
Group 3 W.H. Hartford, Nashville, Tenn. 


DISTRICT No. 7. Federal Reserve Bank of Chicago. 


Class “A” Group 1 M. tema ag Chicago, Til. 
Group 2 J. B. Forgan, Chicago, Ill. 
Group 3 E. L. Johnson, Waterloo, Iowa. 
Class “B” Group 1 Henry B. Joy, Detroit, Mich. 
Group 2 M. B. Hutchison, Ottumwa, Iowa. 
Group 3 A. H. Vogel, Milwaukee, Wisconsin. 


DISTRICT No. 
Class ‘‘A”’ 


ad 


Federai Reserve Bank of St. Louis. 


Group 1 Walker Hill, St. Louis, Mo. 
Group 2 F. O. Watts, St. Louis, Mo. 
Group 3 Oscar Fenley, Louisville, Ky. 
Class “B’’ Group 1 Murray Carlton, St. Louis, Mo. 
Group 2 W.B. Plunkett, Little Rock, Ark. 
Group 3. LeRoy Percy, Greenville, Miss. 


DISTRICT No. 9. 


Federal Reserve Bank of Minneapolis. 
Class “A” Grou 


pil E. W. Decker, Minneapolis, Minn. 
Group 2 l,. B. Hanna, Fargo, N. D. 
Group 3 J. C. Bassett, Aberdeen, S. D. 
Class “B"’ Group 1__—sm~F. R.. Bigelow, St. Paul, Minn. 
Group 2.‘ F. P. Hixon, LaCrosse, Wisconsin. 
Group 3 Norman B. Holter, Helena, Montana. 
DISTRICT No. 10. Federal Reserve Bank of Kansas City. 
Class “A” Group 1 Gordon Jones, Denver, Colorado. 
Group 2. W. J. Bailey, Atchison, Kansas 
Group 3. C. E. Burnham, Norfolk, Nebraska. 
Class “B” Group1 M.L. F-ceanag— Kansas City, Mo. 
Group 2. T.C. Byrne, Omaha, Nebraska. 
Group 3 LL. A. Wilson, El Reno, Oklahoma. 








DISTRICT No. 11. Federal Reserve Bank of 
a” 


Class “ Group 1 Oscar Wells, Houston, Texas. 
Group 2 -¢ K. Smith, S La. 
Group 3B. A. McKinney, Durant, Oklahoma. 
Class “B” Group 1 Marion Sansom, Fort Worth, Texas. 
Group 2. Frank Kell, Wichita Falls, Texas. 
Group 3 J. J. Culbertson, Paris, Texas. 


Federal Reserve Bank of San Fr: 


DISTRICT No. 12. ancisco. 
Class “A’”’ Cc. K. McIntosh, San Francisco. Cal. 


roup 1 
Group 2 James K. Lynch, San Francisco, Cal. 
Group 3 Alden Anderson, Sacramento, Cal. 
Class “B” Group 1 A. B.C. Dohrman, San Francisco, Cal. 
Group 2. J. A. McGregor, San Francisco, Cal. 
Group 3 Elmer H. Cox, Madera, Cal. 


August 10, 1914. 


Federal Reserve Press Notice. 





Washington, D. C., 
August 13, I914. 


The first meeting of the Federal Reserve Board was 
called by the Organization Committee for three o’clock to- 
day. Every member of the Board was present. 

The Secretary of the Treasury presided as Chairman. 

Mr. M. C. Elliott was elected Secretary pro tem. 

The preliminary report of the Organization Committee 
was placed upon the files containing the decision of the 
Committee designating the several Federal reserve cities and 
defining districts to be served, and giving details of work of 
organization of the several banks to date. 

A list of protests filed against the findings and determi- 
nation of the Organization Committee was read and ordered 
spread on the minutes and the Secretary pro tem was directed 
to prepare methods of procedure in hearing these protests to 
be submitted to the Board for its consideration at a future 
meeting. 

Sub-Committees on by-laws, commercial paper and 
other subjects were appointed. 

Adjournment was taken until Monday, August 17, 
1914, at three P. M. to enable the Sub-Committees to submit 
= reports so that a permanent organization might be 
effected. 
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NOTE: Referring to the foregoing no further announcements 
have been made and it is understood that reports of Sub-Committees on 
by-laws, commercial paper and other subjects have not yet been com- 


| pleted. 


Appeals from Federal Reserve Decisions. 


PROCEDURE IN APPEALS FROM DECISION OF THE 
RESERVE BANK ORGANIZATION COMMITTEE. 


(1) PETITIONS FOR CHANGES IN DESIGNATION OF 
FEDERAL RESERVE CITIES. 

Petitions for review of the action of the Reserve Bank Organization 
Committee in designating Federal reserve cities must be signed by duly 
authorized officers of a majority of the member banks respectively in the 
city requesting a review. 

Such petitions must set forth briefly the grounds and reasons 
relied upon for such review. 


Within five days after mailing said petition the petitioner shall 
file twenty copies of a brief setting forth fully the grounds relied upon 
for a review of the action of said Reserve Bank Organization Committee. 


The Secretary of the Board shall notify all member banks in the 
Federal reserve city of the district in question that such petition has 
been filed, and shall request such banks to designate a representative to 
act for such city at the hearing thereon. He shall also send to the rep- 
resentative of such ,banks, when designated, a copy of the brief filed by 
the petitioner, and said representative shall be given seven days within 
which to file twenty copies of his brief in reply. 

The Federal Reserve Board will thereupon fix a date for the hear- 
ing of oral arguments by counsel, which arguments will be limited to 
one hour upon each side. 

The Board will not hear testimony, but the parties will be limited 
to the record before the Organization Committee 

The record need not be printed, but reference may be made in 
the briefs by page to the report filed by the Organization Committee 
with the Senate of the United States and ordered printed, and may 
meget 0 be made by page and volume to the typewritten testimony of 

esses appearing before the Organization Committee at the hear- 
ines held by the Committee. 





(2) PETITIONS FOR CHANGES IN THE GEOGRAPHICAL 
LIMITS OF FEDERAL RESERVE DISTRICT. 
Petitions for review of the determination of Federal reserve dis- 


| tricts by the Organization Committee must be signed by duly author- 


officers of at least two-thirds of the member banks in the territory 


which the petition asks to have taken outof one district and annexed 
| to another. 
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Proceedings as to notice, filing of briefs and arguments shall be 
the same as for petitions for changes in the designation of Federal 
reserve cities, except that the Board of Directors of the Federal reserve 
bank and not the member banks in the Federal Reserve City shall 
select the representative to appear aud answer the petition. Class ‘*A”’ 
and “B” directors elected may act pending appointment of Class “Cc” 
directors, in the selection of such representative. 

At all hearings held hereunder all questions of law or fact in- 
cluding jurisdiction and powers of the Federal Reserve Board may be 
argued. 


Federal Reserve Board Conference on Foreign Exchange. 


August 29, 1914. 
The Federal Reserve Board has invited to a conference 
to be held in Washington on Friday, September 4th, at 
11 o’clock, representatives of the Clearing House Associa- 
tions in the Federal Reserve cities and certain other reserve 
































tions and, vice versa, similar indebtedness of “Europe to the 


United States. 


The following cities have been invited to organize 
a committee consisting of the President of the Clearing 
House Association and two merchants to collect data of this 


character : 





Philadelphia, 
St. Louis, 
San Francisco, 
Baltimore. 


The Clearing House Association in each of the Federal 
Reserve cities has been invited to send two delegates, 
The yore House Associations in the following cities 


have been invited to send one delegate each 


cities which deal in foreign exchange. This conference Cincinnati, 

will discuss general conditions and particularly the credit Denver, 

situation between the United States and Europe. Rep- New Orleans, 
resentatives have been asked to bring the latest condensed Omaha, 

statements of their Clearing House Associations and such Pittsburgh, 

data as it is possible to furnish regarding the present United Portland, (Oregon) 
States cash indebtedness to Europe and maturing obliga- Baltimore. 





THE NATIONAL CITY BANK OF NEW YORK. 
















“City Bank Service.” 








THROUGH the medium of our Foreign Department we 
are prepared to extend an exceptional service in connec- 
tion with foreign financial operations. 


Manufacturers, importers, merchants and others interested 
in South America will find it to their advantage to com- 
municate with us in relation to financing commercial 
transactions with that continent. 


While foreign credits and exchanges are in an abnormal 
condition created through the present European conflict, 
Wwe are prepared to render every consistent service pos- 
sible under existing conditions, this, in connection with 
any part of the world. 


If you have any problem confronting you in connection 
with your foreign operations it may be that we can help 
you, and your needs will be carefully studied if you will 
write or call. 














THE NATIONAL CITY BANK OF NEW YORK. 




















